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KELLOGG COMPANY 

Battle Creek, Michigan 


March 15, 1957 


To our Shareholders: 

1956 was an inspiring and rewarding year for your company. While celebrating our Golden 
Anniversary, our accomplishments topped all previous records. Consolidated net earnings amounted 
to $15,079,734, or $3.30 per share on the Common Stock, after deducting Preferred Dividends, which 
is an increase of 9% over the previous year. Consolidated net sales amounted to $201,674,678 as 
compared to $182,094,188 for 1955, an increase of 11%. A summary of our growth—Financial 
Highlights for the Last Five Years—will be found on a succeeding page of this report. 

After years of experimentation developing our newest product, Special K, and the equipment to 
produce it, we were able in March to obtain national distribution. It received immediate consumer 
acceptance and approval. Today, healthful and delicious "K” can be numbered among the favorites. 
Currently, it is enjoying an enthusiastic reception in Canada where it was introduced last January. 

Increased sales call for new equipment and greater production capacity. The machinery-replace¬ 
ment and expansion program under the able direction of Vice Presidents Morris Raymer, Clair Poole 
and Roy Redmon continues. Major projects completed during the year were a new Special K manu¬ 
facturing installation, enlarged Corn Flakes facilities and a new raw materials warehouse. In record 
time, too. Further expansion will accompany sales growth and technological advancement, financed 
from earnings. 

"Another Kellogg First” is one of Kellogg’s often-used claims. New and improved products 
from our inventive and resourceful Research Department have made this boast possible. To insure 
its repetition, a new Research Center was opened in April. Here, Vice President Dr. J. J. Thompson 
and his staff, under one roof and with the latest equipment, can more satisfactorily follow their 
important pursuits. 

During the closing months of the year, plans were completed for the manufacture of Kellogg’s 
products in New Zealand. This newest plant will be in Auckland and will start operation early in 
1957 under the direction of Kellogg’s Sydney, Australia management. 

Kellogg Company of Canada announced early in the year that its interests in the baking mix 
business of Kellogg-Pillsbury of Canada had been acquired by Pillsbury of Canada, Ltd. Our good 
friends at Pillsbury and we agreed that the interests of both companies could best be served through 
this dissolution. 

Bernard Angood, Company Comptroller for many years, was elected a Director in May. With 
his vast knowledge of your company’s over-all operations he has contributed importantly to your 
Board’s decisions. 

In March we suffered the loss of our good friend and close associate Ted Swan, Vice President in 
Charge of Sales. Under his direction our sales force grew in stature and our sales in volume. He was 
succeeded in office by Vice President and Sales Manager Mard Leaver whose outstanding work is 
reflected in this report. 

The "second fifty” will usher in new problems to meet and beat, and set higher goals to attain 
and exceed . . .just the kind of challenges that Kellogg people welcome and thrive on. The past will 
be regarded only as a curtain-raiser for the future, where consumers’ needs will be anticipated and 
satisfied and where new opportunities and responsibilities will grow and prosper. Kellogg Company 
growth during the past five years has been greater than population growth. It is our intention that 
this progress shall continue, and with the team spirit which pervades our entire worldwide organiza¬ 
tion, I am sure it will. 

Respectfully submitted 


President 


KELLOGG 

AND SUBSIDIA 

Consolidated Balance Sheet — 


CURRENT ASSETS: 

1956 

1955 

Cash. 

U. S. and Canadian Government Securities, at cost and 

$15,929,167.28 

$15,395,748.61 

approximate market. 

5,098,128.40 

3,404,018.00 

Accounts Receivable, less allowance for doubtful accounts . 
Inventories at Lower of Cost (first-in; first-out) 
or Market— 

6,975,189.99 

6,851,165.34 

Raw Materials. 

$15,639,638.25 

$11,240,811.65 

Finished Products and Materials in Process. 

5,164,356.81 

5,201,225.41 

Manufacturing Supplies. 

1,805,087.68 

1,762,405.51 

Total Inventories. 

$22,609,082.74 

$18,204,442.57 

Total Current Assets. 

$50,611,568.41 

$43,855,374.52 

INVESTMENT IN AFFILIATED COMPANY. 

LAND, BUILDINGS, MACHINERY, EQUIPMENT AND 

— 

650,000.00 

LEASEHOLD IMPROVEMENTS, at cost. 

$61,159,627.21 

$55,379,670.10 

Less Depreciation and Amortization. 

23,355,952.10 

21,035,045.86 

DEFERRED EXPENSES: 

$37,803,675.11 

$34,344,624.24 

Advertising Materials and Expense. 

$ 2,202,859.91 

$ 2,082,824.00 

Insurance Premiums and Other Deferred Expenses . . . 

966,929.66 

1,092,579.05 


$ 3,169,789.57 

$ 3,175,403.05 

PATENTS, TRADE-MARKS AND GOODWILL .... 

1.00 

1.00 


$91,585,034.09 

$82,025,402.81 


NOTES TO FINAN 


1. Assets and liabilities, except properties, of the wholly-owned subsidiary companies in Canada, England, Australia, South Africa and Mexico 
are included in the consolidated balance sheet at the approximate rates of exchange prevailing at December 31, 1956 and 1955. Properties are in¬ 
cluded at approximate exchange rates at dates of acquisition. Adjustments! resulting from the translation of foreign currency amounts into United 
States currency are included in the statement of income. 

2. The 3 l /2% Cumulative Preferred Stock is entitled to the benefit of a purchase fund which requires the company to set apart out of net 
income, after deducting dividends on the preferred stock, each year commencing in 1956, an amount of cash sufficient to purchase 3,750 shares of 
preferred stock at prices varying from $102 in 1956 to $100 a share after 1975. Any amount in the purchase fund not so expended in any year shall 
revert to the corporation. In lieu of setting apart cash for any purchase fund instalment the company may apply shares of preferred stock purchased 
at the maximum current price per share as the equivalent of cash. Preferred shares may be redeemed at prices varying from $103 in 1956 to $100 
a share in 1985. So long as any of the preferred stock is outstanding no cash dividends shall be declared or paid on the common stock which would 
reduce consolidated surplus (capital and earned) below $10,000,000. In 1956 3,750 shares of preferred stock, purchased in prior years at a cost of 
$345,382, were retired in compliance with the purchase fund requirements. 





















COMPANY 

tY COMPANIES 
December 31, 1956 and 1955 


CURRENT LIABILITIES: 1956 

Loans Payable— due within one year.$ 572,800.00 

Accounts Payable— trade. 6,444,836.37 

Miscellaneous Accounts Payable and Accrued Expenses . 2,846,025.98 

Taxes Other Than Income Taxes. 389,298.52 

Estimated United States and Foreign Taxes on Income . 14,628,282.92 

Total Current Liabilities.$24,881,243.79 


1955 

$ 78,400.00 

6,100,868.43 
2,342,926.70 
279,349.60 
13,958,384.65 
$22,759,929.38 


TERM LOAN —due after one year. 2,000,000.00 

CAPITAL AND RETAINED EARNINGS: 

3 »/ 2 % Cumulative Preferred Stock of $100 Par Value— 


Authorized and issued— 

149,263 (1956) and 153,013 (1955) shares.$14,926,300.00 

Common Stock of $.50 Par Value— 

Authorized 4,500,000 shares; issued 4,418,054 (1956) 

and 4,412,918 (1955) shares. 2,209,027.00 

Other Capital . 2,340,346.83 

Retained Earnings Used in the Business . 46,569,334.94 

$66,045,008.77 

Cost of Preferred Stock Held in Treasury— 13,752 (1956) 

and 15,644 (1955) shares. 1,341,218.47 

$64,703,790.30 

$91,585,034.09 


2,500,000.00 


$15,301,300.00 


2,206,459.00 

2,177,543.27 

38,590,059.57 

$58,275,361.84 

1,509,888.41 

$56,765,473.43 

$82,025,402.81 


:iAL STATEMENTS 


3. The term loan for $2,500,000 consists of 3*/4% serial notes maturing $500,000 per annum from 1957 to 1961 inclusive. The loan agreement 
provides that so long as any of the notes are outstanding the company will not pay or declare any cash dividends or make any other distributions 
on the common stock which would reduce consolidated surplus (capital and earned) of the company and its wholly-owned domestic subsidiaries 
below $6,000,000. The agreement also provides that the company and its wholly-owned domestic subsidiaries must maintain net current assets of 
at least $10,000,000 and their current assets must be at least 150% of current liabilities. 

4. Sales made in 1956 to certain agencies of the United States Government are subject to renegotiation but in the opinion of management no 
refund will be required. Renegotiation for years through 1955 has been settled without refund. 

5. Options were granted in 1953 and 1956 to certain officers and employees of the company and its subsidiaries for the purchase of 75,000 
shares of common stock at prices of $21.89 and $30.71 per share (85% of the market price at the respective dates of grant). The options are exer¬ 
cisable during a nine-year period beginning one year from date of grant. The difference between the option price and fair market value at the re¬ 
spective dates of grant is being charged to income in equal annual instalments over a ten-year period. During 1956 options for 5,136 shares were 
exercised at the option price of $21.89. At December 31, 1956, options for 54,331 shares were outstanding of which options for 10,331 shares 
were exercisable. 



















KELLOGG COMPANY 

And Subsidiary Companies 

CONSOLIDATED STATEMENT OF INCOME 
AND RETAINED EARNINGS 


1956 

Sales, Less Returns and Allowances .$201,674,678.32 

Interest and Miscellaneous Income . 147,640.01 


$201,822,318.33 

Cost of Products Sold and Selling and Administrative 


Expenses (including $3,187,354 in 1956 and $2,871,609 in 

1955 for depreciation and amortization). 170,942,584.50 

$ 30,879,733.83 

Estimated United States and Foreign Taxes on Income . 15,800,000.00 

Earnings for the Year .$ 15,079,733.83 

Cash Dividends Declared: 

On Common Stock—$1.50 a share. (6,624,050.75) 

On 3Vz% Cumulative Preferred Stock—$3.50 a share . . (476,407.71) 

Retained Earnings Used in the Business: 

At beginning of year. 38,590,059.57 

At end of year.$46,569,334.94 


See Notes to Financial Statements 


1955 

$182,094,188.02 

186,182.81 

$182,280,370.83 


154,698,166.11 
$ 27,582,204.72 

13,800,000.00 
$ 13,782,204.72 


(6,615,435.50) 

(481,921.09) 


31,905,211.44 
$ 38,590,059.57 




Price Waterhouse & Co. 


BATTLE CREEK 


March 15, 1957 

To the Board of Directors of 
Kellogg Company: 

In our opinion, the accompanying balance sheet and statement of income and retained earnings pre¬ 
sent fairly the consolidated financial position of Kellogg Company and its subsidiary companies at December 
31, 1956 and the results of their operations for the year then ended in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. Our examination of 
such statements was made in accordance with generally accepted auditing standards, and accordingly in¬ 
cluded such tests of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances. 



Certified Public Accountants 

















FINANCIAL HIGHLIGHTS FOR THE LAST FIVE YEARS 



1956 

1955 

1954 

1953 

1952 

NET SALES . 

$201,674,678 

$182,094,188 

$169,451,233 

$160,200,368 

$152,424,173 

% Increase over previous 

year. 

11% 

7% 

6% 

5% 

14% 

% Increase in tonnage . . 

5% 

6% 

6% 

6% 

7% 

EARNINGS BEFORE TAXES 

30,879,734 

27,582,205 

25,965,028 

21,159,474 

18,853,948 

U.S. AND FOREIGN 

INCOME TAXES . . . 

15,800,000 

13,800,000 

13,300,000 

11,600,000 

9,850,000 

Per share of Common Stock . 

3.58 

3.13 

3.02 

2.64 

2.24 

NET EARNINGS AFTER 

TAXES . 

15,079,734 

13,782,205 

12,665,028 

9,559,474 

9,003,948 

% Increase over previous 

year. 

9% 

9% 

32% 

6% 

8% 

% of Sales Dollar .... 

7.5% 

7.6% 

7.5% 

6.0% 

5.9% 

Per share of Common Stock . 

3.30 

3.01 

2.76 

2.05 

1.92 

CASH DIVIDENDS: 

On 3 ! /2% Preferred Stock . 

476,108 

481,921 

514,501 

529,134 

535,354 

On Common Stock . . . 

6,624,051 

6,615,436 

5,502,500 

5,502,500 

5,502,500 

Per share of Common Stock . 

1.50 

1.50 

1.25 

1.25 

1.25 

RETAINED EARNINGS . . 

7,979,275 

6,684,848 

6,648,027 

3,527,840 

2,966,094 

EXPENDITURES ON 

PLANT . 

7,335,536 

6,417,360 

6,261,100 

3,481,074 

8,872,619 

DEPRECIATION AND 

AMORTIZATION. . . 

3,187,354 

2,871,609 

2,706,982 

2,447,576 

2,022,789 


NET WORKING CAPITAL . 

28,900,114 

24,270,848 

20,725,127 

19,943,637 

17,533,320 

CURRENT RATIO .... 

2.2 to 1 

2.1 to 1 

1.9 to 1 

1.9 to 1 

2.0 to 1 

COMMON STOCK¬ 
HOLDERS’ EQUITY. . 

51,118,709 

42,974,062 

36,122,560 

29,363,550 

25,835,709 

NUMBER OF COMMON 

STOCKHOLDERS . . 

7,294 

7,507 

6,952 

7,052 

6,850 

NUMBER OF EMPLOYEES . 

7,987 

7,998 

7,815 

7,603 

7,244 








Subsidiary Companies and Branch Offices 

UNITED STATES 

KELLOGG SALES COMPANY, BATTLE CREEK, MICHIGAN 

E. M. Leaver, President 

L. G. Buchanan, Vice-President H. M. List, Vice-President R. A. McNicol, Vice-President 

VICE-PRESIDENTS IN CHARGE OF SALES DIVISIONS 

EASTERN DIVISION.... .O. K. Berry WESTERN DIVISION .. M. L. Johnson 

CENTRAL DIVISION.. V. J. Wautelet PACIFIC DIVISION.... V. E. Mitchell 

SOUTHERN DIVISION. C. L. Yarbrough 

DISTRICT SALES MANAGERS 

ATLANTA, GA.C. W. Ehle MEMPHIS, TENN. J. H. Webster 

BOSTON, MASS.W. G. Fitzpatrick MINNEAPOLIS, MINN... H. M. Yarnell 


CHICAGO, ILL.J. F. Hurley NEW YORK, N. Y .J. J. Keenan 

CINCINNATI, OHIO.. J. S. Whouhan OMAHA, NEB.L. F. Toomey 

CLEVELAND, OHIO.L. W. Kwant PHILADELPHIA, PA.. . A. V. MacLean 

DALLAS, TEXAS.B. V. Anderson PITTSBURGH, PA.L. F. Ransick 

DENVER, COLO.C. S. Harper CHARLOTTE, N.C.... R. H. Waterfall 

DETROIT, MICH.J. W. Sharp ST. LOUIS, MO.C. B. Hudson 

KANSAS CITY, MO.M. B. Husted SAN FRANCISCO, CAL. G. U. Albright 

LOS ANGELES, CAL.L. C. Hill SEATTLE, WASH. J. T. Farnham 

SYRACUSE, N. Y.J. L. Chamberlains 


SAN LEANDRO, CALIFORNIA, PLANT OMAHA, NEBRASKA, PLANT 

Earl Stine, General Manager Wm. H. Williams, jr.. General Manager 

LOCKPORT, ILLINOIS, PLANT 

Leonard Bergseth, Plant Manager 

INTERNATIONAL DIVISION 

KELLOGG COMPANY OF GREAT BRITAIN, LiWtai-MANcHESTEtt 

Harry McEvoy, Managing Director L. P. Batson. Assistant Managing Director 

KELLOGG COMPANY OF CANADA, Limited-homo^, Ontario 

G. M. Johnston, President and General Manager J. S. Holmes, Vice-President and Sales Manager 
L. E. Rochester, Vice-President and Advertising Manager 

KELLOGG (AUSTRALIA) PROPRIETARY, Limited^ Sydney 

R. J. Dawson, Managing Director 

KELLOGG COMPANY OF SOUTH AFRICA (PROPRIETARY), Limited 

J. F. Malone, Managing Director 

KELLOGG De MEXICO, S.A. de C.V. 

E. J. Harlan, President and General Manager 







